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Dear Mr. Kerr:
*

This will acknowledge your letter of August~7th in which you enclosed a

draft copy of the first part of the Audit Report relating to the n.aagement

of the California RYI?. As you have indicated, these findings pertain to an

organizational entity composed of the California Nedi.calEducation and Re-

search Foundation (CXERF) and the California Comaittee on Regional %dical

Programs (CCRW, Inc.)

“Youhave requested our comments regarding these draft documents. NornaHy

we would address our comnents to the reco-~endations which appear at the ezi

of each draft; however, since the relationship between CCIW, Inc. and CXZR2

has played such a prominent role in the preliminary discussions, we belie~:e

that it is essential to set forth a historic description of how the CCRXP 1:

CMERF relationship evolved. This history appears to be fundamental to our

ensuing coauxmts on other recommendations“whichyou might make. We believe

that an accurate description of the past

developments.

‘The California

ments~ some of

R!!!PProgram is based upon

which have been set forth

is critical to future judg=ents 22(

mr.y voluntery cooperative 2rrz?.gz-

precisely in the written record xx

some of which had ~een naintairiedtkrough verbal agreements. Whe3 che czg-

ni.tudeof these relationships is considered, it is to the credit of all

people involved that they have functioned so s~oathly and amicably. It is
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we have been able to functioriin what has been described on several occasions

ss a highly satisfactory manner. It is our intent to express these agree~ents

as clearly as possible in order that they may function as a ba~drop to future

decisions that we are required to make. In light of this, I have attempted to

describe in some detail the early historical relationships that developed and. . .

pertain essentially to page 1 of;he draft enclosed

I call particular attention to the last sentence of

in your August 7th letter.

your first paragraph which

states “The Foundation serves as the recipient and disbursing agent of Federal

RMP funds and retains the power to overrule any decision or action of CCMP, Inc.”

This sentence is probably technically correct in a legal sense but is not an

accurate.reflection of the relationship that has actually existed between the two

organizations. Certain commitments wsre made between CXERF and CCRMP, Inc. We

believe”these commitrzentshave been honored to their fullest extent and, as a re-
.4

suit, would modify significantly the implications of the above referred to state-

xnent. Therefore, below we have reviewed the historical cormitnents which are a

matter of record, and we have provided our interpretation of their effect.

.

Public Law 89-239 was signed into law on October 6, 1965. Even before the

enabling legislation was signed, however, interested parties were neeting
,.

together in California to consider the implications of the-proposed progra~.

on June 15, 1965, four months before the law was signed, a meeting of the

Deans of the schools of medicine, representatives from the California l!edical

Association, and others met in the office of the State Director of Public

Health to discuss the possible implementation of this program. Although ever]-

one present anticipated the passage of the legislation, there was a couitzent to
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pursue the objectives of the program whether or not it passed. Dr. MacLaggan,

representing the California Xedical Association, proposed the creation of a

statewide planning cocmittee to accomplish in heart disease, cancer and

stroke planning what had been done in hospital planning. The group concluded

that such a coordinated approach was desirable-and that the staff members

from the schools and other agencies should get together to pl& the next steps.

Dates were set for future meetings of the Committee, which later became

CCRMP, Inc.

At that point in

emerging program.

which led to the

Programs was Dr.
.
California State

in informing the

.. ..-..

time (1965), California enjoyed an unusual insight into the

since one of the staff members of the DeBakey Cotission

drafting of enabli,nglegislation to create Regional Wdical

i30rhani,Chief of the Bureau

Department of Public Health.

Committee of the purposes of

of C’nronicDiseases in the

Dr. Borhani was instrumental

the new program and he also

functioned as staff along with others from the State Department of Public

Health to the new Committee. The Committee at this point becaraeknown as the

California Committee to Consider Implementation of the Recommendations of the

President’s Commission on Heart Disease, Cancer, a’ndStroke. Some months

later it was incorporated as “The California Coordinating Committee for Training,

Research, Education and Demonstrations in the Fields of Heart Disease, Cancer,

Stroke and Related Diseases.” This name proved to be unmanageable. Later the

Articles of Incorporation were changed to n.me the corporation “California

Committee on Regional Medical Programs.” To simplify this discussion, we will
.—

refer to the organization as CCRMP, although this designation came later in

its development.
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CCRMP and its staff group, which became known as the Committee of Staff

Consultants, continued to meet in the latter half of 1965. During this

period they began the development of a statewide planning grant and con-

tinued to enlarge the membership of the organization. The California

Hospital Association was the fir& to be added. Later in the year, the
.

California Heart Association and the California Division of the American

Cancer Society were added, as well as the Deans of the Schools of Public

Health, as participating nembers of the committee. This brought repre-

sentation on the Committee up to a total of 18.

On September 16, 1965, the Committee had as its guests Dr. William Stewart,

who then was Director of the National Heart Institute and later became

Surgeon General, and Dr. Stuart Sessoms, Deputy Director of the National

Institutes of Health. They outlined the provisions of the

Program legislation which was then about to be approved by

The Committee expressed again its interest in pursuing the

Regional Medical

the Congress.

goals of the

legislation and developing an application to be submitted to the National

Institutes of Health for a planning grant to develop Regional Medical

Programs (then better known as heart disease, cancer and stroke) in Califor-

nia.

By the

signed

daries

.

time of the next meeting of the Committee, Public Law 89-239 had been

into lay. CCRXP began the consideration of tentative regional boun-

and established a subco~ttee to draft the application for the plan-

ning grant to be subtitted to the entire CCRYP for its consideration.
-.
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the evolving planning grant application, added to its membership the newly

developed School of Medicine at Davis, and then considered the question of

incorporation into a nonprofit independent organization to carry out the

IMP program in California. The California State Department of Public Health

waa asked to act as staff and secretariat to the proposed nonprofit cor-
.
*

poration and to prepare all documents necessary for incorporation. It was

further decided to submit the final draft of the planning grant application

to Washington as soon as it was fully developed.

During the first part of 1966, the Committee continued

planning application and the development of the papers

poration. On June 8, 1966, the Secretary of State acknowledged CCRMP as a

its refinement of the

necessary for incor-

nonprofit corporation. Earlier, on May 12, 1966, the Planning grant appli-

cation was submitted to the Division of Regional ?IedicalProgram for fund-
.

.-.

ing. A site visit to review the planning proposal by a committee of the

Rational Adtisory Council of DRMP was held on July 14, 1966, in Berkeley.

The site visit team considered many pertinent matters, but the end result

was that California was designated as a single region and that CCRMP was to

be considered as the applicant agency for planning grants. The original

planning grant application had to be modified as a result of the site visit

to indicate that California was defined “as a single region for planning”

and that CCRXP, which had 18 members at this point, had to be expanded by

8 advisory ~embers “broadly representative of the public, “including labor,

management, consuner, tinority 2row and other community interests.” The

but when added
advisory group =e~ers did not beco~e a part ‘f ‘he co~oration _ _. . ... ———.

-. -- - - -

to the Board of Directors of the corporation the combined groups of people

became the Regional Advisory Group to the program. It was decided that those
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agencies and institutions wishing to participate

Programs in California would do so by presenting

would render decisions on them h ter& of their

,-.. .-,. .- . . . -

6

in the Regional Medical

proposals to CCRMP, which

applicability to the plan-

. ning being done by CCRXP and its objectives. CCRMP would then send the

applications, along with CCRMP comments, for consideration by the National
.

f@isory Council and if approved, for fuuding.

On June 30, 1966, the Board-of Directors of the California Medical Education ,

and Research Foundation met; as a part of their agenda, the matter of the

emerging Regional Medical Prograns and CCRMP was discussed. The CMA repre-

sentatives on CCRMP discussed the importance of the activities of CCRMP and

indicated that CMERF should be an active participant in the program.

on August 18, 1966, Dr. Nemat Borhani, who had been designated as Coordinator

for the emerging Regional Medical Program in California, was informed by tele-

phone that the National Advisory Council of DRMP had recommended award of the

amount requested by CCRMP for planning. California had submitted a statewide

planning application of $223,400 and an additional request for $2.5 million

for contracting with the various medical schools for planning at the Area

level. The statewide application was recommended”,but the $2.5 million request

for contracting was withheld pending further study. It was during this dis---—--

cussion that Lhe problem of fiscal responsibility was first noted. The record

of the telephone conversation existing at R!f?offices at the federal level,

states that “We then discussed the problem of (CC?.Y) as a new nonprofit in-

stitution. Dr.”Borhani said that he had anticipated the need for financial

assurances and he would discuss this problen with Dr. Breslow, Director of

the California State Department of Health, and officials of the University of
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.General Accounting Office and requested specific details from our Grants

Management Branch.”

Ina

tion

.

letter dated August 19, 1966, Dr. Borhani received official notifica-

that the amount of $223,000 for planning by CCRMP had been recommended

to the Surgeon General for approval. The letter stated that the remaining

$2.5 tillion requested would be subject to evidence that the supplemental

grant request made by institutions within the California Region did not rep-

xesent independent actions on their part but instead actually coordinated

efforts emerging through the California program for RMF. The letter ”pointed

out the problem of financial accountability of a new nonprofit corporation

and made suggestions for formal financial backing of the corporation from

other sources.

CCRMP then referred the matter of financial accountability to its Staff Con-

sultant group. According to the October 3, 1966, minutes of the Staff Con-

sultants group, the matter was brushed off lightly with the assurance that it

could be handled by securing a bond from an insurance conpany. The Comi.ttee

advised Dr. Borhani to confer with the Chairman of CCRXP and to proceed with

the arranging of an appropriate bond. There was reason to believe that this

could be accomplished since, by that time, one nonprofit corporation had been

established to manage an MI’ region. Wisconsin RXP, Inc. had been established

and awarded a grant for planning in September of 1966. Ten Regional ?!ediczl

Programs had been funded prior co that but, in each case, the grantee had been

an established university or nedical school. Wisconsin PJfP,Inc. had no funds _.

of its own and its Board of Directors consisted of three persons---the t%’o

presidents of the universities in Wisconsin, plus a retired insurance cx?cutive.
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This Board of tiireewas ultimately expanded to a

Board of three had no problem in securing a bond

quirements of the granting agency. An insurance

to secure a bond for CCRHP and arrangements were

CCRMP to sign the bond at its zegular meeting on
.
.

8

much’larger Board but as a

that would meet the re-

group was contacted in order ,

made for the members of

October 12, 1966. By this

time the planning grant award had been processed, the Surgeon General had been

advised of the award, and it was to be made in the group of awards slated for

.,
llovember1, 1966.

According to the minutes of CCRMP for October 12, 1966, CCRMI’was advised that

It would function as an independent agency and become the sole recipient of

funds under the provisions of the planning grant application submitted from

California. Dr. Ibbert Glaser, Dean of Stanford Medical School and Chairman

of CCRMP, advised the Committee of its responsibilities in processing, re-

viewing, and funding proposals throughout the state. October 22, 1966, proved

to be one of the more crucial meetings

financial responsibility for the funds

Marston, Associate Director of NIH and

ments to a planning grant must be made

of CCRMP because then the question of

was raised. A telegram from Dr. Robert

Director of DIM?, stated that “Supple-

to a grantee who assumes the sane res-

ponsibilities involved in the initial grant.” This indicated that the sus
,,

for which CCRlfPwould be responsible could grow into a substantial amount.

When the discussion of the insurance bond came up, the members of cc~~ ?ro-

ceeded to sign the pre-arranged bond. Representatives of the insurance con-

pany appeared and proceeded with the necessaq signatures. According to the

minutes of the meeting of that date, during the discussion with the insurance

company representatives, it became apparent that the bond was not “to be an

insurance bond, but a liability, requiring co-mmitaentfrom Committee mmbers
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to repay the insurance company up to the total amount

in case of mismanagement.” After that discu=io~> it

underwritten ($100,000)

was decided that the

members of the Committee could not sign such a document on their own or on

behalf of their institutions, which fact seemed, at that point in time, to

make them or their institutions liable for the amount of the grant. It was .

then decided that the lawyers of the California Medical Association, the

,CaliforniaHospital.Association, and the University of California should

discuss the matter further and cc&tact Dr. Marston’s office to find a solution.

to the question of fiscal responsibility.

There is an asterisk in

explanation later added

“After the meeting

those minutes of

to the minutes.

October 12, 1966, which refer to an

This explanation states:

of October 12, this subject was discussed by the
. .

attorneys and the ultimate solution found was to ask the California
Medical Education and Research Foundation of the California l!edical
Association to serve as Fiscal Agent for the California Cotittee.
This was brought to the attention of the me~tiersof the California
Committee (CCRW), who gave their a?proval. Subsequently; the Division

of Regional Medical Progr== yas contacted> ~-hichalso ap?roved of the
solution. The face sheet of the grant appl%cztion was thus revised zzd
mailed to IJashingtonior review and consideration. Under this new ar-

rangement, the California Xedical Education and Research Foundation
:KIA W~-+<CMA} will act as the fiscal agent and the California Co=itteeg.@ as the

operating body for implementation of the objectives of the planning
l~r.Howard ~assard of the California }kdi.Cdgrant application. Thus, .

Association signed the new face sheet in lieu of ~.~..~~~rk~er~e>
Secretary-Treasurer of the California Committee. Other items on the
face sheet remained the same.”

The following day Dr. Borhani called the ~ivision of Xegianal Nedical Progr=s

to inform them of the action taken by CCRW concerning the bond. This call,

of course, placed the award which was to be made ac any moment in question.

According to a memo to the files dated October 14, 1966, by l~r.Karl ~ordy,

then Assistant Director, The Division of Regional :ledicalPrograms, discussed
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the question of the bonding with Grants Management. Their conclusion was

that the insurance company would try to recover its losses from the or-

ganization or individual who was covered by the bond;

opinion that in this case the insurance company would

the corporation rather than individual members of the

however, it was their

have to move against

Board of Directors.
●

.

Unfortunately at this point in time, the government

relationship with what it later termed “l?inancially

was only beginning its

Dependent Organizations”.

These are organizations that have relatively no money of their own and are

almost entirely dependent upon Federal funds for their support. In fact, the

manual for financially dependent organizations was not developed by the Con-

troller of HEW until June of 1970. CCRMP was one of the earliest RMP organi-

zations of this type and few knew how to proceed with the appropriate financial

assurances. Since that tine CCRXP itself has developed several of these or-

ganizations, including the Drew School which is now a multimillion dollar

operation. Undoubtedly we will develop more. But at that point in 1966 the
,.

rules of the game were indefinite.

. .

.On October 24, 1966, Mr. Robert Lindee, Assistant Dean at Stanford Medical .

School and acting for the Chairman of CCRNP, Dean Robert Glaser, went to the

Division of Regional Medical Programs to discuss this matt”er. According to a

memo for the record by Karl Yordy with whom this discussion took place, the

conversation covered the following matters:

“Mr. Robert Lindee, Assistant Dean at Stanford }!edicalSchool, came to
my office to discuss the problem
California Coordinating Ccrufittee
As reported to Be by Dr. Borhani,

which had been encountered by the
in obtaining the performance bond.
the insurance agent in San Francisco,
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who had obtained the bond, did indicate to the group that each of the
officers of the corporation who signed the bond could be held financially
responsible as individuals if the insurance company was required to pay
the Federal government because of an audit disallcr~ance. This require-
ment was unacceptable to the members of the,corporation; and as a result,
their signatures were withdrawn from the bond because this requirement
for the bond seemed to be different than the bond obtained by the Wis-
consin Regional X=dical Program, Inc., even though the insurance com-

pany involved was the same (.TheNorthwestern National Insurance Corzparry
of Milwaukee); I called Dr. John Hirschboeck, ?rograa Coordinator for
the Wisconsin Regional lfedicalProgram, Inc., to discuss his understand-

ing of the requirements of their bond. Dr. Hirschboeck explained that
they had originally contacted a bonding cocpany in Baltinore which would
have made the sane requirement of personal financial responsibility.
Finding this unacceptable, they contacted the Northwestern National
Insurance Coupany and were able to procure the bond without this require-
ment because of the personal character and standing in the community
of the officers of the corporation.

Dr. Hirschboeck then called meback after talking to their insurance
agent and said that it was the Wisconsin Regional Medical Program,Inc.
that was bonded and not the individual members of the corporation. The
insurance agent also suggested that he saw no reason why the lTorth-
westem National insurance Company would not allow the sane procedure
with the California corporation if tb.echaracter and st~ntir.gof the
incorporators in California was demonstrated. The agent also indic=t~d
that perheps the insurance agent in San Francisco with when the Caliicr-
nia group was dealing was being overly cautious.”

the attorneys for the California Medical Association, Califonia Hospital
.-. -

Association, and the Universities discussed the possible way out of the dile~=

of fiscal responsibility, the California Hospital Association and CXER.Fboth

were suggested as possible fiscal agents. ..- -..— -- -.

The term “fiscal agent” was used constantly throughout the:discussions and in

the various co-zumnications. The term “grantee” did not appear until such tine

as it became obvious that the proposal which had been subnitted and approved

would need a new “face sheet”. There is perhaps a subtle distinction between

a “fiscal agent” and a “grantee”. And there was a lack of knowledge on the

part of the Comittee concerning the technical provisions of Section 903 of
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the Regional.Medical Program Law. It can be seen, though, from the written

agreement between CCRXP and CMERF that the two organizations had a somewhat

different concept of “grantee” than finally emerged within Regional Medical

.’

‘ Programs Setice.

.

Ima”letter dated October 27, 1966, to Dr. Marston as Chief of DRMP, Dr.

Robert Glaser, chairman of CCR~, set forth the agreenent that had been j

reached by the CCRMP and CMERF: .
.
.

“Attached herewith is a revised FACE SHEET for the planning grant
application from the State of California. ~le initi~ application

showed the applicant organization as the California Comittee on
Regional Medical Progracs, and we are now requesting that the California
Medical Education and P.esearchFoundation be substituted as the official
applicant for and recipiezt of a ?l.arminggrzxt ~L22er?L $9-239. chz~.~e

in applicant is requested in order to reet ei-finiscrativeand financial

requirements of an applicant receiving a grant under PL 89-239.

The change in applicant in no way changes the plaming procedures
as outlined in our initial application. Written assuraiicehas been

received by the California Cocmittee that California >!eciicalEducation
and Research Foundation will act solely in an .ad-finistrati~’ecapacity

X # and that policies heretofore or hereafter adopted by the California
Committee will be governing, and subject oniy to Califom-ia :f~dical
Education and Research Foundationfs pri~a~y c==itnent to ad~inister
and account for the funds in accordance with the law and applicable
regulations and instructions of the Surgeon General.

..-—

The following statement of the policy has bean agreed upon by the
California Corfittee and California Medical Sducation =Ld Research’
Foundation. The California :!edicalEducatio: .md ~?s~arc> Foundation,
a non-profit, tax exz=?t education and resezrctiorganization established
in 1962 by the California l<edicaiAssociatic=, and acting on behalf
of the California Con=i~tee on Regional l!eci:=lProgra-&, ~il~ serve as
the recipisnt md disbursing zgesz of plann:n~ gr=.c iCIIdSre-i.vzd 5ZZX
the U.S. Public Health Servics for the purycsz of co~plying with the rzZu-
lations under ?ublic La 89-239.

In assuming this responsibility, California :%dical Education and
Research Foundation will:

. 1. Comply with the specific provisions of Section 903 of the Public
Health Service Act; and with



California Medical Education and Research Foundation has, for several
years, demonstrated iis fiscal responsibility by virtue of its past
history of performance in receiving grants from Federal, state, and
local.agencies, and in accounting for the use of such monies folloiiiag
the corzpletionof studies it has either undertaken or for which it has
been responsible for supervising.

In assuming a similar responsibility, in sening in a fiscal and ac-
counting capacity on behalf of the California Comittee on Regional
Medical Programs, the California ~edic~ Education md Research Fomda-

tion will be guided by, and adhere to, the policy decisions of the Cali-

fornia Co~~ttee on ~egioaal Medical Progra~s (as adopted by the full.
Committee or the Execuzive Committee of that organization which may act
on its behalf). IIIso doing, however, the California Nedical Educatim

and Research Foundation will exert only those veto powers &’hichare in
conformity with or required to adhere to Title IX of the Public Eea.lzh
Service Act, but will in no manner make unilateral decisions which are
at variance with the goals and objectives of the California Committee on
Regional Medical Progra-& as contained in its planning grant app~ica~ion~
or with the conditions of perfom~ance established by the California Cc=
rni.tteeon Regional liedicalPrograus and its Advisory Coaznittee.”

On October 28, 1966, the Board of Directors of CMERF net. One of the matters

on its agenda was CMERY*S fiscal role on behalf of CCRXP. The Board of Direc-

tors took under consideration a copy of the letter quoted above which Dr. Qaser

had written to Dr. Xarston. “The minutes of that meeting read as follows:

.

The

“Doctor 14acLagganprovided the background regarding the Cocmittee’s
fornation aiidits efforts to secure a planning grant fron the National
Institutes of Health. He reported that one of the obstacles to the
actual receipr of the monies was the absence of sn agency which would 5e
responsible for the fiscal and accountability responsibilities w-nic”n
P.L. 89-229 z-d the :;ationalAdvisory Council required. ~ne ca?abi~i~ies Of
CMERF hzd therefore been oifered and accepte6 by the California Co—tictee.
Mr. Hassard explzinec the conditions under which (2fER”could assuzz :55s
fiscal role. The coaditionscited were unanimously z~proved by thz 3card.
Mr. Hassard then read the letter addressed by Dean Ro~ert J. Glaser i~

Doctor Robert Q. Ikrscon in which these Cor.ditionswere offered as z ‘~~sis
for designating C:ZN ES the responsible ef:scal ~~zncv to serve 011 .C-2:”L211

of the Caliior-niaCo~tittee. The Boarc?unaizocsly appr~ved of the ca?di-
tions set forth <a Doctor Glaser’s letter oi October 27 :;hichwoultir?-:ise
the plannin~ graxt applica~ion originally sc~~~tted by the California
Conmittee on ?.egional>:sdical?rograms, znd then authorized Mr. Hass~id
to sign the revised z??lication Face Sheet.”

follo’~ringdzy a new face sheet was prepared azd signed by >!r.Eassard. The

face sheet was added to the project proposal as it was originally pre~arsi zzd

annroved bv the National >.dvisov Council when CCRM? was to be the grantee.
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There were no changes or amendments made except for the face sheet.

On November 10, 1966, Mr. Has&ard then received notification of approval of

the planning grant application as submitted by the California lfedicalEduca-
.

tion and Research Foundation in the amount of $223,400. On the same day,
..

however, a letter was addressed t~ Dr. Nemat Borhani from the Chief, Develop-

ment and Assistance Branch, Division of Regional Medical Programs, indicating

that DRMP had “concern that the applicant organization, the California Iledical

Education and Research Foundation, cannot be considered to have the experience

in handling large and numerous Federal grants and subcontracts nor the financial

resources which would be essential if it were to serve as the grantee organi-

zation for multiple large supplementary or operational grants”. The letter then

went on to suggest that California should arrange to adopt a plan comparable to

that being contemplated for Texas at that tine where one

would sene as the grantee. This letter again threw the

into consternation but it did raise the point that Texas

ments among institutions where the grantee was pro~ected

of the universities

RW Program in California

was developing zgree-

in the event that any

one of the participating institutions misspent or mismanaged any of the funds.

These agrecaents, in essence, Dade the institutions misspending the funds no-~nall

responsible for the exception in place of the grantee. No one knew the validity
.. -

of these agreements, but nest assumed that they could be ~ade to work.

The above letter of November 10 was followed almost immediately by another letter

from Dr. Marston indicating in effect that CCRKP should ignore the previous lettel

Dr. Marston stated that “Though we suggested the possibility of those in Califor-

nia adopting an arrangement similar to that in Texas, you should not feel bound
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by this suggestion ix any way.”

M. Marston indicated that if the California Medical Education and Research

Foundation gave evidence of the existence of legally binding agreements with

other institutions or agencies within the region assuring that the participating

itititutions would expend fw”ds only in accordance with an approved budget and

would be required to reimburse CNERF for any funds which might be subsequently

disallowed, then the arrangement would be satisfactory. This position was

ultimately accepted by CCRNP and the award that had already been made was accepted.

The check for the first portion of the funding had arrived and had been deposited :

in a newly created account under CPIUU’s name (known as CMEXF II) but devoted

solely to the operation of CCRM?, Inc. On February 24, 1967, the 3oard of

Directors of CMERF net to confirm certain interim actions taken in regard to

CCRMP by CM%l?. The minutes indicate that the Board took the following actions:

‘tCO1iFIRMATIONOF A2POIXTXEXT OF PALZ WARD AS EXECUTIVE DIRECTOR
OF CCRM!?

The Board confirned, by unanimous vote, the appointment of Paul Ward

as Executive Director of the California Cc-4ttee on Regional Nedical
Programs; such zppointrwnt effective zs of January 1, 1967,
the date on which :’!r.Ward was employed by tne California Medical
Education and Research Foundation. .

RELATIO};SHII’OF CMZRY TO CCRYP

The Board reviewed the circumstances surroudicg the CH!E?Japplica-
tion for plzncing gr=~ fuads for regi@n=l =dic~l ?rosrZ5 cnder
P.L. 89-239. It reiterated the faces that: CXZRF is the iegal

grantee of such funds; that the 28-cz-5er advisoq: cornictee which
is designzt~d zs the California Cornittee cn 3e~ional >!edical

Program (CC22) is, in fact, Che eivis~v ~o-i~tee to ~~?+ for
the planninz ~rant application w;hich“haspre~’iomiy been received,

as well as i~r grant rzqu?scs still ?e~tiia~;that the E:<ecuLive

Comrdttee on the CCXT could logically serve as the operating
~,.~c -: *LO f’rK~’=.znd that zt least one officer... ._<-
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FINANCIAL STRUCTURE AND ACCOUNTABILITY OF REGIONAL MZDICAL PROGRAM
FUNDS

Mr. ELzssatdinfomed the Board of the bookkeeping system which had been “
developed. The system is so designed as to -~intain separate bank
accounts and iecords for the receipts and expenditures of each of the
organizations and institutions involved in carrying out planning pro-
grams. Thus, C>Z?3 itself has been designed as CMZRF 1. The initial
grant received on behalf of the statewide planing staff> of ‘him ‘ad
Ward is Executive Director, is CMER.F2. The funds to be received in
the future will similarly be designated numerically for each of the
medical schools, C“, aridCM. The Board approved of the system which
has been developed.”

“Thus, the CMERl Board has honored its part of the above agreenent. It estab-
.

lished a bank account (CllEP3-2),devoted solely to CCRMP purposes which has

been administered according to “the policy decisions of the CCRMP.” CMERF

has exercised no veto powers and has made no “unilateral decisions which are

at variance with the goals and objectives of CCRXP”. Although CMA and its

local societies have at times taken positions which &ight be interpreted as

limiting the scope of RW, these positions have not been enforced through the

CMERF fiscal mechanisn but instead have been presented for debate and decision

by the full CCRNP Regional Advisory Group. The executive Committee of cc~~

& * has served as the operating committee making most fiscal decisions not deezed

proper to refer to the full CCRMP. On the other side of the agreement C?!ER.IV

has “in serving in a fiscal and accounting capacity on behalf of CCRNP”

caused periodic audits to be made and accounting practices to be reviewed by

their retained audit firm, John F; Forbes and Co. THis firm has acted both

,as auditors of accounts and advisors on accounting practices. In summation,

generally the termfiof the original agreement which was approved by D~’~ hz’~e

been complied with and to date there has been no need or request to modify

the arrangement. ~7e~ou~d su~gest that the Phra”se“retains the pcwer to

overrule” goes beyond the facts of the situation in viex of the history Zxd

the written agree~ent.
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Turning now to the recommendations which appeared in Draft Finding N;. 1,

you have recommended that we expand the current requirement for Area Office

budgetingby functional categories on the Ill@l?orm8, to include budget data

for (a) developing project proposal.and (b) monitoring the execution of ap-

proved projects. Your second recommendation is that we require Area Offices

to account for and report actual costs by the functional categories estab-

lished in the core budgets and explain any significant deviations from the

budget.

From the point of view of sound and effective management, no one could argue

with the value of these recommendations. As program managers, we are also in

general agreement with the substance of the draft critique leading up to these

recommendations and in fact have taken steps to respond to the “PROGRAX FOR

IMPROVING THE QUALITY OF GRANTEE MANAGEMENT” published by”the Controllers of

MEW on June 1970. We do believe, however, that it is necessary to consider

both the history of the development of the California R’!Pprogram and the

fact that the program has been engaged in a far wider spectrum of activities

at the Area level than is indicated in the body of the Draft. Many of these

activities lend themselves to a structured planning and budgeting systen

while others have defied the best thinking of institutional and Federal

management experts. Because of the philosophy advanced in the early stages

of the program and the program’s history of develop~ent, tie,as managers,

have been constantly made aware that our manage~ent policies and procedures

should not stifle initiative and innovation or produce an institution that

is so rigid that it would be unable to respond to the unusual dictates and

objectives of the program. —- -.-

rwL- .-.-1..r,,<t.?.l+n~q were filled with idealistic i~plorations to mintai.n a
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of the program made unusual efforts to indicate that progra direction would

not come from the top but instead ideas should energe from’the lmest grass-

, root level possible and filtrate upward for funding and support. The fact that

“ only very general guidelines were published about the progrm and tirtu~ly

no regulations were issued indicates the extreme attempts that were made by

DHW to see that the program operated from.the bottom up and not from the top

down.

,, . .

.The Guidelines were filled with such vague statements as this effort “calls

for the development of Regional .,?.redicalprogr~ %.hichcreate an effective

environment for continuing adaptation, innovation, and modification”> ad

‘The Regional Medical Programs present the medical interest within a region

with an instrument of synthesis that can capitalize on and reinforce the

various trends and resources,” and “It is the interaction of these trends at

this time, rather than an abstract conceptualization, which net only justifies

but requires a synthesizing force such as the Regional Medical Programs” and

..”.
“Among various identified needs, there also are often relationships which,

when perceived, offer even greater opportunities for solutions.” ‘The danger -

of project visualization, which is akin to tunnel vision, must be guarded

against.” The above sentences in the Guidelines indicate the vagueness with

which the program was begun. Yet this was deliberate in order to assure that

the program would avoid direction from above and attenpt to capitalize to the

greatest degree possible on actions and concepts that would e~-ate fro= the

lowest possible level within the health care systex. This may have been

highly idealistic and impractical, but it was a deliberate attecpt to deter-

mine whether or not progress could be made in this fashion and thereby avoid

directives and regimentation from the top down.
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At this point in tine

question of budgeting

that philosophy may seem rather far afield frob the

and accounting procedures. It did permeate all as-

pects of the program however, and as people in institutions become involved

in the progran, essentially fron a voluntary point of view, they jealously

guarded that concept in all of the various areas of operation, including‘

fiscal management. .

The development of the California region involved other

that tended to emphasize this philosophy. AS indicated

facts and conditions

earlier in this letter,

several university nedical centers were involved in’fordng what eventually

became CCRNP, Inc. Some of these medical centers had developed planning

grant applications iii1965 and submitted them to NIH for funding

time when the combined group was developing theirs. As a result

site visit, they were obligated to withdraw these planning grant

during the

of the 1965

applications

and join with CCRl!P,Inc. in the planning process. As the record indicates,

the first site visit decided that California would be one region for planning.

Although a later site visit tean and the National Advisory Council dedided

z -
that California would also be a region for operations, at the time of the first

planning grant sone of the university medical centers believed that they would

have their own region when they entered the operational stage. The fact that

California was made a region for operational purposes was accepted with so=e

reluctance by the centers concerned. There was a continuous struggle for local

autonomy in all zspects of the prograu and subsequent site visit teams gave de

facto recognition to the local autonony. Although there was cever any question

raised by the site visit teams or by the National Advisory Council concerning

California’s status as a region, recognition for local autonoq.was given in

the way the site visits were structured. When site visit teams came to

California at later dates, not only did they review the region as a whole, but
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they also scheduled individual.and separate visits with the areas concerned.

Aa management we anticipated the need for better budgetary and expenditure

controls, although we felt that we had little authority upon which to pro-

ceed. Prior to the publication by DHEW in June 1970 of its manual for

“Financially Dependent Organizations,“ our Region Office spent a considerable

period of time exploring the possible implementation of program budgeting. It

was discussed with the areas and it was discussed with the fiscal people at the

university level. The concept was eventually abandoned, however, with the ad-

vent of the new RMPS forms for reporting and the deliberations of the FAST

TASK Report. We believed that we were.meeting the requirements of the pro-

gramby converting to the new forma, and we further believed

tightening of the system was not feasible at that time.

We would make two ’general comments about the implications of

The first is that it lists five basic functions of each Area<.”-

that a further

the Draft Report.

Office. We be-

lieve that this is a rather narrowly drawn definition of Area Office functions

and might lead to the conclusion that the development and nanagenent of funded

projects is an adequate neasure of the Area Office’s success or failure. We

believe that this conclusion would be erroneous and extremely unfortunate if

left to stand as valid. Project development and management is but one product

of the activities intended to be the function of R-HP.Other activities, such

as establishing regional cooperative relationships, the acts of providifl~ ~11-

formation and resources to providers that could not otherwise be obtaiced by

them, and the acts of keeping discussions going about the health needs and

providing suggestions as to how they might be resolved certainly are as ia-

-...*+.-* 2C nroiect development itself. These latter acts, while possibie
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of describing and listing, often defy cost analysis simply because no one

can estimate the value of their final result. In addition, any listing

of the functions of an ties Office would have to be considered a perpetually

changing list. To illustrate but one example, functions 1 and 2 listed in

the Draft indicate that the Areas-are identifying the health care needs and

assessing medical resources in the Area. To be sure, we have been doing this

to the extent that we have found it necessary, but essentially this should be

the function of Comprehensive Health Planning. To the degree that CHP is able

to perform its functions in these two areas, RMP can then abandon its efforts.

Certainly we should be phasing out of these two activities as ~dP becomes

more sophisticated and able to accomplish its own objectives; We would then

respond to the needs and resources as indicated in the G& determinations.
..

The second implication is that projects are developed which are of measurable

magnitude and that, in essence, the prograu staff in the Area is the sole source

and developer of the proposal. It is difficult for us to determine how the

cost figure cited in the Draft was determined, but it creates a completely er-

roneous concept of what is being done. Some projects are developed in their

totality by the Area Staff, but in keeping with the original philosophy of the

program, many projects are developed by groups outside of-the Area Office

and are submitted to them for some degree of assistance in their final pre-

paration. These projects are then reviewed at the Area level by the iir~z

Adv’isoryGroup to deternine their appropriateness to neet Arez needs ZS k’ell

as the appropriateness of the manner in which the project proposes to ~eet

the needs. This manner of program development follo’~sfrom XT’S NIH heritage.

It will be recalled that independent groups, usually in universities and

,
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medical centers,

One of the major

etistence a paid

for funding. It

develop proposals and submit them to NIE for f~dinge

additions of the RI@ program was that there was to be in

staff to help the community develop proposals to submit

would be erroneous if we assume that all NIH proposals

are prepared by unpaid interested parties, since many NIH proposals are
.

prepared by persons borrowed fron other NIH

approach was so be a more honest and direct

funded projects. But the IWO
/’9

approach. We,were to provide

paid staff to help the commnity develop a proposal to do what it believed

needed to be done.

Another aspect that has to be emphasized is that the Area Staff prepares

projects not only for KlfPfunding but also for a wide variety of other

funding sources. Although on first glance this might seen to be a distort-

ion of RHP purposes, it nevertheless has been , incorporated into the

normal routine of the program. Projects funded from other sources reach into

-..’ #
several millions of dollars, including emergency medical services projects

that were funded from other sources, Area Health Education Center projects

which are about to be funded by the Bureau of Health Manpower, and several

other types of projects aimed at NIH funding. In addition, there is always

an element of gambling present in attempting to meet the health needs of the

community.
.

In each fiscal year there are always earmarked funds. Those who

are able to correctly anticipate these eaniarkings cax begin the develop=mt

of proposals early enough to assure funding. If you begin proposals early,

however, and the earnarkings failed to materialize, then sometines YOU have

gambled in vain. Last year funds were earmarked for Ecergency }!edical

Services, Area Health Education Centers, Kidney Disease, among others. Per-

---- ‘- ~me~ons that ~?ticipzted these ea~arkings usually had an advantage.
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fer adoption.

In short, we wish to state that we are more than willing to recommend to

CCRMP that we should move in the direction indicated by the recommenda-

tions, and state further that some.progress has already been made toward this ‘
.,

end. Our problem with the draft statement is the narrow definition of area,

office function and the assumption that functional budgeting and cost

accounting would greatly change the production pattern of the program.

.

Progress which has been made includes the formation of a Program Review

Committee of the Regional Advisory Group which reviews program and fiscal

reports three times per year. A fiscal management information system pro-

vides data based on expenditure reports fron the area offices on a monthly

basis. Our Regional Evaluators Committee is currently considering methods

of structuring and streamlining fiscal and program reporting and is de-

veloping an improved instrument to replace our current reporting form.---e

.

We continue to believe that the development of effective planning, budgeting

and reporting systems must involve our area offices and must take into ac-

count their needs and resources. “As a result; we have undertaken the develop-

ment of a rational system that assumes the necessity of placing useful in-

formation in the hands of responsible managers at all levels.

Very truly yours,
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CALIFORNIA COMMITTEE ON

REGIONALMEDICALPROGRAMS
25 August 1972

Mr. James H. Kerr
Branch Manager
DHEk’Audit Agency
San Francisco Branch .
681 Earket Street, Room 609
San Francisco, California 94105

Dear Mr. Kerr: ,

?*U! D. Ward

f.mcutiv8 Oirectcw

This will acknowledge your letter of August.:7th in which you enclosed a

draft copy of the first part of the Audit Report relating to the =~agement

of the California RYP. As you have indicated, these findings pertain to an

organizational entity composed of the California Medical Education and Re-

search Foundation (CXZRF) and the California Committee on Regional Wdical

Programs (CCRHP, Inc.)

You have requested our comments regarding these draft documents. NormalU~

we would address our comments to the reco-aendationsu’hichappear at the en:

of each draft; however, since the relationship between CCPJIP,Inc. aiidCXEE

has played such a prominent role in the preliminary discussions, we belie’?e

that it is essential to set forth a historic description of how the CCRXF’I:

CXERF relztioaship evolved. This history appears to be fundamental to our

ensuing comments on other recommendationswhich you might make. We believe

that an accurate description of the past

developments.

“The California

ments, some of.

RXP Program is based upon

which have been set forth

is critical to future jud~=ents z=(

precisely in the written record z=:
..

some of which had been maintair.edthrough verbal agreements. k?e~ che czg-

nitu~e of these relationships is considered, it is to the credit of all

neoDle involved that thev have functioned so szoathly and amitably.
It is
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as

have been able to functioriin what has been described on several occasions

a highly satisfactory manner. It is our ‘intentto express these agreements

clearly as possible in order that they may function as a backdrop to future

decisiou that we are required to make. In light of this,

describe in some detail the early historical relationships
* .

pertain essentially to page 1 of”the draft enclosed in your August 7th letter.

I have attempted to

that developed and

I call particular attention to the last sentence of your first paragraph which

states “The Foundation serves as the recipient and disbursing agent of Federal

RMP funds and retains the power to overrule any decision or action of CCRNP, Inc.”

This sentence is probably technically correct in a legal sense but is not an

accurate.reflection of the relationship that has actually existed between
the two

organizations. Certain corzmitmentsw~re made between CXEP-Fand CCRMP, Inc. Re

. .“

0---

.

believe’these commit~ents have been honored to their fullest extent and, as a re-
.-

sult, would modify significantly the implications
of the above referred to state-

ment. Therefore, below we have reviewed the historical comitEents which are a

matter of record, and we have provided our interpretation of their effect.

.

Public Law 89-239 was signed into law on October 6, 1965. Even before the

enabling legislation was signed, however, interested parties were meeting
..

together in California to considei the implication of the.proposed progra=.

On June 15, 1965, four months before the law was signed, a meeting of the

Deans of the schools of medicine, representatives from the California Xedical

~sociation, and others met in the office of the State Director of Public

Health to discuss the possible implementation of this program. Although ever]-

one present anticipated the passage of the legislation, there was a co-t-ent
.- to
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pursue the objectives of the prograR whether or not it passed. Dr. MacLaggan,

representing the California Medical Association, proposed the creation of a

statewide planning conmittee to accomplish in heart disease, cancer and

stroke planning what had been done in hospital planning. The group concluded

that such a coordinated approach was desirable-and that the staff members

from the schools and other agencies should get together to plan the next steps.

Dates were set for future meetings of the Committee, which later became

CCRMP, Inc.

At that point in

emerging program.

which led to the

Programs was Dr.
.
California State

in informing the

,. ., .
..

time (1965), California enjoyed an unusual insight into the

since one of the staff members of the DeBakey Commission

drafting of enabling legislation to create Regional Xedical

Borhmi, Chief of the Bureau of ~nronic Diseases in ‘he

Department of Public Health. Dr. Borhani was instrumental

Committee of the purposes of the-new program and he also

functioned as staff along with others from the State Department of Public

Health to the new Committee. The Committee at this point becane known as

California Committee to Consider Implementation of the Recommendations of

President’s Commission on Heart Disease, Cancer, and Stroke. Some months

the

the

later it was incorporated as “The California Coordinating Committee for Training,

Research, Education and Demonstrations in the Fields of Heart Disease, Cancer,

Stroke and Related Diseases.” This name proved to be unmanageable. Later :he

Articles of Incorporation were changed to name the corporation “California

Committee on Regional Medical Programs.” To sinplify this discussion; we will .-

refer to the organization as CCRXP, although this designation came later in
.

its development.
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CCRMP and its staff group, which became known as the Committee of Staff

Consultants, continued to meet in the ‘latterhalf of 1965. During this

period they began the development of a statewide planning grat and con-

tinued to enlarge the membership of the organization. The California

.“ Hospital Association was the fir;t to be added.
“. .

California Heart Association and the California

Cancer Society were added, as well as the Deans
..

Health, as participating metiers of the committee. ‘l%isbrought repre-

sentation on the Cormni.tteeup to a total of 18.

Later in the year, the

Division of the American

of the Schools of Public

- On September 16, 1965, the Committee had as its guests Dr. William Stewart,

who then was Director of the National Heart Institute and later became

Surgeon General, and Dr. Stuart Sessoms, Deputy Director of the National

Institutes of Health. They outlined the provisions of the

Program legislation which was then about to be approved by

The Committee expressed again its interest in pursuing the

Regional Medical

the Congress.

goals of the

legislation and developing an application to be submitted to the National

Institutes”of Health for a planning grant to develop Regional Medical

“Programs (then better kno~ as heart diseases cancer and stroke) in Califor-

nia.
.

.

By the time of the next meeting of the Committee, Public Law 89-239 had been

signed into law. CCRXP began the consideration of tentative regional boun-

daries and established a subcomi.ttee to draft the application,for the pl=A-

ning grant to be submitted to the entire CCRXP for its consideration.

-. . . ,.—-../-- +-
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the evolving planning grant application, added to its membership the newly

developed School of Medicine at Davis, =d then considered the question Of

incorporation into a nonprofit independent organization to carry out the

IMP program in California. The California State Department of Public Health

was asked to act as staff and secretariat to the proposed nonprofit cor-
●.

poration and to prepare all documents necessary for incorporation. It was

further decided to sub~t the final draft of the planing gr~t aPP~fcation

to Washington as soon as it was fully developed.

During the first part of 1966, the Committee continued

planning application and the development of the papers

its refinement of the

necessary for incor-

poration. On June 8, 1966, the Secretary of State acknowledged CCRMP as a

nonprofit corporation. Earlier, on May 12, 1966, the planning grant appli-

cation was submitted to the Division of Regional Xedicil Programs for fund-
.

ing. A site visit to review the planning proposal by a committee of the

Rational Adtisory Council of DRMP was held on July 14, 1966, in Berkeley.

The site visit team considered many pertinent matters, but the end res~t

was that California was designated as a single region and that CCRlfPwas to

be considered as the applicant agency for planning grants. The original

planning grant application had to be modified as a result of the site visit

to indicate that California was defined “as a single region for planning”
..

and that CCRXP, which had 18 members at this point, had to be expanded by

8 advisory members “broadly representative of the public, “includinglabor,

management, consuner, minority group, and other community interests.” The

advisory group members did not become a part of the c’orp’orationbut when zd~ed. -— ..-.--. —-..-. .— .- - - -

to the Board of Directors of the co~oration the combined groups of people

became the Regional Advisory Group to the program. It was decided that those
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and institutions wishing to participate in the Regional Medical

in California would do so by presenting proposals to CCRMP, which

would render decisions on them in tezzk+of their applicability to the plan-

“ ning being done by CCRMP and its objectives. CCRHP would then send the

applications, along yith CCRM? comments, for consideration by the National
.

“@cl.soryCouncil and if approved, for funding.

On June 30, 1966, the Board-of Directors of the California Medical Education
●

and Research Foundation met; as a part of their agenda, the matter of the

.

---- “

emerging Regional Medical Prograns and CCRMP was discussed.
The CMA repre-

sentatives on CCRMP discussed the

indicated”that CMERF shouldbe an

importance of the activities of CCRMP and

active participmt in the program.

on August 18, 1966, Dr. Nemat Borhani, who had been designated as Coordinator

for the emerging Regional IfedicalProgram in California, was informed by tele-

phone that the National Advisory Council of DRNE’had recommended award of the

amount requested by CCRMP for planning. California had submitted a statewide

planning application of $223,400 and an additional request for $2.5 million

for contracting with the various medical schools for planning at the Area

level. The statewide application was recommended”,but the $2.5 million request

for contracting was withheld pending further study. It wa-sduring this dis-.-—.-

cussion that the problem of fiscal responsibility was first noted.
The record

of the telephone conversation existing at R!IPoffices at the federal level,

states that “We then discussed the problem of (CC3X?) as a new nonprofit in-

stitution. Dr.”Borhani said that he had anticipated the need for financial

assurances and he would discuss this problem with Dr. Breslow, Director of

the California State Depart~ent of Health, and officials of the University of
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.General Accounting Office and requested specific details from our Grants

Management Branch.”

.

In a letter dated August 19, 1966, Dr. Borhani received official notifica-

tion that the amount of $223,000 for planning by CCRMP had been recommended

to the Surgeon Genezal for approval. The letter stated that the remaining

$2.5 million requested would be subject to evidence that the supplemental

grant request made by institutions within the California Region did not rep-

resent independent actions on their part but instead actually coordinated

efforts emerging through the California program for RMP. The letter-pointed

out the problem of financial accountability of a new nonprofit corporation

and made suggestions for formal financial backing of the corporation from

other sources.

CCRMP then referred the matter of financial

sultant group. According to the October 3,

sultants group, the

could be handled by
.,

adtised Dr. Borhani

the arranging of an

accountability to its Staff Con-

1966, minutes of the Staff Con-

matter was brushed off lightly with the assurance that it

securing a bond from sn insurance company. The Com+ttee

to confer with the Chairman of CCRMP and to proceed with

appropriate bond. There was reason to believe that this

could be accomplished since, by that time, one nonprofit corporation had been

established to manage an R!!!Yregion. Wisconsin R22Q,Inc. had been established

and awarded a grant for planning in September of 1966. Ten Regional Xedical

Programs had been furndedprior to that but, in each case, the grantee had been

an established university or ~edical school. k’isconsinRXP, Inc. had no f~~ds _.

of its own and its Board of Directors consisted of three persons---the =0

-....-laa**-nf the universities in Wisconsin, plus a retired insurance c~.ecutive.
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This Board of tlireewas ultimately expanded to a

Board of three had no problem in securing a bond

quirem~ts of the granting agency. An insurance

to secure a bond for CCRMP and arrangements were

CCRKP to sign the bond at its regular meeting on.
.

8

much larger Board but as a

that would meet the re-

group was contacted in order ,

made for the members of

October 12, 1966. By this

time the planning grant award had been processed, the Surgeon General had been

advised of the a’ward,and it was to be made in the group of awards slated for

November 1, 1966.

According to the minutes of CCRMP for October 12s 1966, CCRNP was advised that

it would function as an independent agency and become the sole recipient or

.

funds under the provisions of the planning grant application submitted fron

California. Dr. Robert Glaser, Dean of Stanford Medical School and Chaiman

of CCRMP, advised the Committee of its responsibilities in processing, re-

.
viewing, and funding proposals throughout the state.

October 12, 1966, proved

to be one of the more crucial meetings
of CCRMP because then the question of

financial responsibility for the funds was raised. A telegram fron Dr.
Robert

Marston, Associate Director of NIH and Director of DR~fP
, stated that “Supple-

ments to a planning grant must be made to a,grantee who assumes
the sa~e res-

ponsibilities involved in the initial grant.”
This indicated that the su=s

..

for which CCRMP would be responsible could grow into.a sub.statial anount.

When the discussion of the insurance bond came up, the members of CCR~9 pro-

ceeded to sign the pre-arranged bond. Representatives of the insurance con-

pmy appeared and proceeded with the necessary signatures.
According to the

minutes of the meeting of that date, during the discussion with the xnsurenc~

. .

company representatives, it became apparent that the bond was not “to be an

insurance bond, but a liability, requiring co-umitaentfrom Committee mefiers
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to

in

9. .

repay the insurance company up to the total amount underwritten ($100,000)

case of mismanagement.” After that discussion, it was decided that the

@embers of the Committee could not sign such a document on their own or on

behalf of their institutions, which fact seemed, at that point in time, to

make them or their institutions liable for the amount of the grant. It was

then decided that the lawyers of the California Medical ksociation, the

,CaliforniaHospital Association, and the University of California should

discuss the matter further and c&tact Dr. Marston’s office to find a solution.
.

to the question of fiscal responsibility.

There is an asterisk in those minutes of October 12, 1966, which refer to an

explanation later added to the minutes. This explanation states:

,

‘rAfterthe meeting of October 12, this subject was discussed by the
.. attorneys and the ultimate solution found was to ask the California

Medical Education and Research Foundation of the California Xedical
Association to serve as Fiscal Agent for the California Cotitcee.
This was brought to the attention of the me~-ers of the California
Committee (CCRXP), who gave their approval. Subsequently; the Division

of Regional Medical Progra.ns~as contacted, which also approved of the
solution. The face sheet of the grant application was thus revised and—
mailed’to Washington for review and consideration. Under this new ar-

the California Yedical Education,znd Research Foundation
~#~,,r*l--+~=&m~l~ act as the fiscal agent and the California Comittee as the

r.

operating body for implementation of the objectives of the planning
giant ap~lica~ion. Thus, Xr. Howard Hassard.of the California ?fe~ica~
Association signed the new face sheet in lieu of ~.fr”.~~rkBerkes
Secretary-Treasurer of the California Committee. Other items on the
face sheet remained the same.”

The following day Dr.

to inform them of the

of course, placed the

According to a

then Assistant

Borhani called the Pivision of Regional Medical PrOgra-A

action taken by CCRYP concerning the bond. This call,

award which was to be made a: any moment in question.

memo to the files dated October 14, 1966, by Mr. Karl yordy~

Director, The Division of Regional Nedical Program, discussed



------- J------- .+ ’”. - ---- -------- ,.--’--- -., -.-— ----
_~,------ ;.. ..b. ,.- . . .. . . ..-.

10

the question of the bonding with Grants Management. Their conclusion was

that the insurance company would try to recover its losses from the or-

ganization or individual who was covered by the bond; however, it was their

opinion that in this case the insurance company would have to move against

the corporation rather than individual members of the Board of Directors.
.

.
.

Unfortunately at this point in time, the govemnent was only beginning it~

relationship with what it later termed “Financially Dependent Organizations”.

These are organizations that have relatively no money of their own and are

almost entirely dependent upon Federal funds for their support. In fact, the

manual for

troller of

zations of

financially dependent organizations was not developed by the Con-

HEW until June of 1970. CCRMP was one of the earliest RMP organi-
.

this type and few knew how to proceed”with the “appropriatefinancial

assurances. Since that tine CCRYP itself has developed several of these or-

ganizations, including the Drew School which is now a multimillion dollar

operatiori. Undoubtedly we will develop more. But at that point in 1966 the
. .

rules of the game were indefinite.

# .

On October 24, 1966, Mr. Robert Lindee, Assistant Dean at Stanford Medical .

School and acting for the Chairman of CCR~fP,Dean Robert Glaser, went to the

Division of Regional Medical Programs to discuss this matt”er. According to a

memo for the record by Karl Yordy with whom this discussion

conversation covered the following matters:

“Mr. Robert Lindee, Assistant Dean at Stanford Medical

took place, the

School, came to
my office to disccss the proble~s which had been encountered by the
California Coordinating Ccrrtittee in obtaining the perfonance bond.
As reported to me by Dr. Borhani, the insurance agent in San Francisco,
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who had obtained the bond, did indicate to the group that each of the
officers of the corporation who signed the bond could be held financially
responsible as individuals if the insurance company ‘~asrequired to pay
the Federal govem~ent because of an audit disallowance. This require-
ment was unacceptable to the members of the.corporation; and as a res~tt
their signatures were withdrawn from the bond because this requirement
for the bond seened to be different than the bond obtained by the Ris-
consin Regional %dical Program, Inc., even though the insurance coa-

pany involved was the sane (;he Northwestern National Insurance Cocpany
of Milwaukee)l I called Dr. John Hirschboeck, ?rograa Coordinator for
the Wisconsin Regional Nedical Program, Inc., to discuss his understand-
ing of the requirements of their bond. Dr. Hirschboeck explained that

they had originally contacted a bonding coc~any in ~altiaore which would
have made the sane requirement of personal financial responsibility.
Finding this unacceptable, they contacted the Northwestern National
Insurance Conpany and were able to procure the bond without this require-
ment because of the personal character and standing in the community
of the officers of the corporation.

Dr. Hirschboeck then called me.back after,talking to their insurance
agent and said that it was the Nisconsin Regional Yedical Program,Inc.
that was bonded and not the individual netiers of the corporation. The
insurance agent also suggested that he saw no reason why the North-
western National Insurznce Company would rot allow thz saae procedure
with the California corporation ii the character”and st~ndir.gof the
incorporators in California was de~onstrat=d. The agent also indic~te~
that perhaps the insurance agent in San Francisco with whom the Califor-
nia group was dealing was being overly cautious.”

tien the attorneys for the California Medical Association, Califonia Hospital

Association, and the Universities discussed the possible way out of the dile~~

of fiscal responsibility, the California Hospital Association and CM3RF both

were suggested zs possible fiscal agents. ---- ..— .-

The

the

term “fiscal agent” was used ~onstantly throughout the:discussions and in

various co-rxwnications. The term “grantee” did not appear until such ti=e

as it became obvious that the proposal which had been submitted and approved

would need a new “face sheet”. There is perhaps a subtle distinction bztween

a “fiscal agent” and a “grantee”. And there was a lack of knowledge on the

part of the Committee concerning the technical provisions of Section 903 of
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the Regional Medical Program Law. It can be seen, though, from the written

agreement between CCRW and cMRF that the two organizations had a somewhat

different concept of “grantee” than finally energed within Regional Medical

Programs Setice.

.

In a letter dated October 27, 1966, to Dr. Marston as Chief of DRMP, Dr.

Robert Glaser, Chairman of CCRtlP,set forth the agreenent that had been s

reached by the CCRMP and CMERF: ..

x-

,

.
.

“Attached herewith is a revised FACE SHEET for the planning grant
application from the State of California. ~~e initi~ application

showed the applicant organization as the California CorxxLtteeon
Regional Medical Prograns, aad we are now requesting that the Califon.ia
Medical Education and Research Foundation be substituted as the official
applicant for and recipient of a planning grant urder PL $9-239. Ch=%=
in applicant is requested in order to =eet ai-tiniscra:ivsand financial

requirements of an applicant receiving a grant under PL 89-239.

The change in applicant in no way changes the planning procedures
as outlined in our initial application. Uritten assuraiicehas been
received by the California Comcittee that California Hedical Education
and Research Foundation will act solely in an administrative capacity
and that policies heretofore or hereafter ado?ted by the California
Committee will be governing, and subject only to California Medical
Education and Research Fomnciationfsprinarj cc-fitnent to administer
and account for the funds in accordance with the law and applicable
regulations and instructions of the Surgeon General.

..-—.

The following statement of the policy has be~n agreed upon by the
California Cortittee and California Medical ;ducation and Research”
Foundation. The California :“!edicalEducation and Research Foundation,
a non-profit, tax exez?t education and research organization establi=h~d
in 1962 by the California !<edicalAssociation, and actins on behalf
of the California Co~Jttee on Zegional Xeeicsl ?rogra-ti,will ser~’eEs
the recipiznt and disbursi~g zgezt of planat?.zgr=.z f~n~s received ~r~=
the U.S. Public iiealthServicz for the pur~cse of co~plyizg with the regu-
lations under Public Law 69-239.

In assuming this responsibility, California Xedical Education and
Research Foundation will:

1. Comply with the specific provisions of Section 903 of the Public
Health Service Act; and with

. . .. -1L...._ >- ----.-A-~fi=l,fi~Occftfl nerfo~caCe
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California Medical Education and Research Foundation has, for several
years, demonstrated its fiscal responsibility by virtue of its past
history of performance in receiving grants from Federal, state, and
local.agencies, and in accounting for the use of such monies follm~ing
the completion of stuaies it has either undertaken or for which it has
been responsilllefor supervising.

In assuming a similar responsibility, in serving in a fiscal and ac-
counting capacity on behalf of the California Connittee on Regional
Medical Prograns, the California Medical Education and Research Founda-
tion will be guided by, and adhere to, the policy decisions of the Cali-

fornia Co~cnttee on ~egional }fedicalProgra~= (as adopted by the full.
Committee or the Execucive Committee of that organization which may act
on its behalf). In so doing, however, the California IIedicalEducaticz

and Research Foundation will exert only those veto powers which are in
conformity with or required to adhere to Title IX of the Public Eealth
Service Act, but will in no manner make unilateral decisions which are
at variance with the goals and objectives of the California Coamittee orL
Regional Nedical Progra-fias contained in its planning gr=t applica:ion~
or with the conditions of perfor~ance established by the California Cc=
mi.tteeon Regional Medical Prograas and its Advisory Cotittee.”

On October 28, 1966, the Board of Directors of CMERF met. One of the matters

on its agenda was CMZRX’s fiscal role on behalf of CCRNI’.The Board of Direc-

tors took under consideration a copy of the letter quoted above which Dr. Gbser

had written to Dr. .%rston. The tinutes of that meeting read as follows:

“Doctor MacLaggan provided the background regarding the Comittee’s
fornation aid its efforts to secure a planning grant fron the National
Institutes of Health. He reported that one of the obstacles to the
actual receipt of the nonies was the absence of a agency which &rould5e
responsible for the fiscal and accountability responsibilities which
P.L. 89-239 =d the :;ationalAdvisory Council required. T’neca?a~ili:~~s Of
CMERF had therefore been offered and accepted by the California Co—dct2e.
Mr. Hassard e~lained the conditions under which CIEfiFcould assu=e :his
fiscal role. The conditions.cited were unanimously approved by the Zcsrd.
Mr. Rassard then read the letter addresseci”byDean Robert J. Glaser Za
Doctor Robert Q. !.!arsconin vnich these cor,ditionswere offered as z ~zsis
for designating CZ.lZ?lIIzs the responsible ~-lffiscal ~gencv to serve Oa C-2.IG

of the California ConAttee. The Board unanimously apprcr~eaof the ccnti-
tions set forth in Dcczor Glaser’s letter Oi C)Ctober 27 vhich would re-:ise
the planning grant application originally s~btitted by the California
Committee on Resional Yedical ?rograns, and then authorized Mr. Hassard

. to sign the revised supplicationFace Sheet.”

The following dzy a new face sheet ~’asprepared aad signed by :!r.Hassard. The

face sheet was added to the project proposal as it was”originally prepazs? zzd

.–------S1-..+L- Xl-tin*ql
~~.~icnw f!n~mril when cc~~p Was to be the grantee,
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There were no changes or amendments made except for the face sheet.

On November 10, 1966,.Mr. Hassard then received notification of approval of

the planning grant application as submitted by the California Medical Educa-

tion and Research Foundation in the amount of $223,400. On the same day,
.

however, a letter was addressed t; Dr. Nemat Borhani from the Chief, Develop-

ment and Assistance Branch, Division of Regional lfedicalPrograms, indicating

that DRMP had “concern that the applicant organization, the California MedicaJ.

Education and Research Foundation, cannot be considered to have the experience

in handling large and numerous Federal grants and subcontracts nor the financial

resources which would be essential if it were to serve as the grantee organi-

zation for multiple large supplementary or operational grants”. The letter then

went on to suggest that California should arrange to adopt a plan comparable to

that being contemplated for Texas et that tine where one of the universities
“. .

would seine as the grantee. This letter again threw the R~lPProgram in Californi:

into consternation but it did raise the point that Texas was developing agree-

ments among institutions where the grantee was protected in the event that a.ay

one of the participating institutions misspent or mismanaged any of the funds.

These agreements, in essence, made the institutions misspending the funds notinal

responsible for the exception in place of the grantee. No one knew the validity
.. .

of these agreements, but most assumed that they could be ~ade to work..

The above letter of November 10 was followed almost icnediately by another letter

from Dr. Marston indicating in effect that CCR~!Pshould ignore the previous lettE

Dr. 14arstonstated that “T%ough we suggested the possibility of those in Califor-

nia adopting an arrangement similar to that in Texas, YOU should not fe~~ bound
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by this suggestion in any way.”

.
ls

. Dr. Marston indicated that if the California Medical Education and Research

Foundation gave evidence of the existence of legally binding agreements with

other institutions or agencies within the region assuring that the participating

l&titutions would expend fm”ds only in accordance with an approved budget and

would be required to reimburse c?E~ for any funds which might be subsequently

disallowed, then the arrangement would be satisfactory. This position was

ultimately accepted by CCRMP and the award that had already been made was accepted.

The check for the first portion of the funding had arrived and had been deposited ‘

in a newly created account uzzd%rCM&Rll~sna=e (known as CMERF II) but devoted

solely to the operation of CCRMP, Inc. On Februaw 24, 1967, the Eoard of

Directors of CMERF met to confirm certain interim actions taken in regard to .

CCRMP by CXRF. The minutes indicate that the Board took the following actions:

“CONFIRMATION OF AYPOIXTMEXT OF PALL WARD AS EXECUTIVE DIRECTOR
OF CCRMP

The Board confirmed, by unanimous vote, the appointment of Pal Ward
as Executive Director of the California Co~dttee on Regional Medical
Programs; such appointment effective as of January 1, 19679
the date on which Xr. Karolwas e~ployed by tie California Ne-dical
Education and Research Foundation. .

RELATIONSHIP OF CNERF TO CCR!!lP

The Board reviewed the circumstances surrotindir.gthe CME?~ applica-
tion for plznning grsac funds for regionzl zsdiczl ?rogr=s uader
P.L. 89-239. It reiterated the facts that: CXRlr is the legal
grantee of such,funds; that the 28-r.=2er s<visor; cor=-itteswhich
is desigmted as the California Cocntitceecn Se5ional >!ecical
Programs (CC32P) is, in fact, the .ad\risaryco===itteeto ~~~~’ for
the planning grant z~plication which hzs ?rzvioesly been received,
as well as ior grant requests still ?endin;; that the E:<ecu~ive
Comnittee on the CCXT could logically serve as che operating

.,. PPPL9 ~~d t’~atat least one officer
..-. ---
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FINANCIAL STRUCTURE AND ACCOUNTABILITY OF REGIONAL MZDICAL PROGRAM
FuNDs

Mr. Hassaid inforaed the Board of the bookkeeping system which had been “
developed. The syste= is so designed as to naintain separate bank
accounts and records for the receipts and expenditures of each of the
organizations and institutions involved in carrying out planning pro-
grams. Thus, C>=?$ itself has been designed as CXE.RF1. The initial
grant received on behalf of the statewide planning staff~ ‘f ‘hi+ ‘ad
Ward is Executive Director, isCXERF 2. The funds to be received in

the future will similarly be”designated numerically for each of the
medical schools, Cii, and CMA. The Board approved of the system which

has been developed.”

Thus, the CMERF Board has honored its part of the above agreenent. It estab-
.

lished a bank account (CNZRF-2), devoted solely to CCRii purposes which has

been administered according to “the policy decisions of the CCRMP.” CMERF

has exercised no veto powers and has made no “unilateral decisions which are

at variance with the goals and objectives of CCRHP1’. Although CM and its

local.societies have at times taken positions which &ight be interpreted as

limiting the scope of R?lP,these positions have not been enforced through the
. .

CMERF fiscal mechanism but instead have been presented for debate and decision

by the full CCRYP Regional Advisory Group. The executive Committee of CCRE’

has served as the operating committee making most fiscal decisions not deexed

proper to refer to the full CCRMP. On the other side of the agreement CXE?S

has “in serving in a fiscal and accounting capacity on behalf of CCRHP”

caused periodic audits to be made and accounting practices to be reviewed 5y

their retained audit firm, John F: Forbes and Co. T’Hisfirm has acted both. .

as auditors of accounts and advisors on ‘accountingpractices. In summation,

generally the terns of the original agreement which was approved by D~~~ ha’~e

been complied with and to date there has been no need or request to modify

the arrangement. We would suggest that the phra%e “retains the pcwer to

overrule” goes beyond the facts of the situation in vie~ of the history and

the written agreement.
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Tur&g now to the recommendations which appeared in Draft

Finding Na. 1,

you have recommended that we expand the current requirement
for Area Office

.“

budgetingby functional categories on the ~
l?orm8, to include budget data

for (a) developing project proposal and (b) monitoring the

execution of ap-

proved projects. Your second recommendation is that we req,tire
Area Offices

to account for and report
actual costs by the functional categories estab-

lished in the core budgets

.

and explain any significant deviations from the

budget.

From the point of view
of sound and.effective management, no one.could argue

with the value of these recommendations. AS progr~ m~agers~

we are also in

general agreement with
the substance of the draft critique leading up to these

recommendations and in fact
have taken steps to respond to the “PROGU~fTOR

IMPROVING THE QUALITY OF GRANTEE XANAG~ENT” published by the

Controllers of.

DHEW on June 1970.

. to consider
We do believe, however, that it IS necessary

both the history of the development of the California FM’ program

and the

fact that the program has

. .

been engaged in a far wider spectrum of activ~tles

. wy of these

at the Area level than is indicated zn the body of
the Draft.

activities lend themelves to a structured plannzng
and budgeting systen

while others have defied the best
thinking of institutional and Federal

management experts. Because of the philosophy advanced in the early stages

of the program and the program’s hmto~ of development,
we, as managers,

have been constantly made

.

aware that our management policies and procedures

. an institution that
should not stifle initiative and lnno~’atlonor produce ,

is so rigid that it wouldbe unable to respond to the
unusual dictates and

objectives of the program.

r~ll-d .,;t-h +A-=listic ia~lorations to maintain a

—. --

.
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of the program made unusual efforts to indicate that program direction would

not come from the top but instead ideas should energe from’the lowest grass-

, root level possible and filtrate upward for funding and support. The fact that

.“ only very general guidelines were published about the program and virtually

rzoregulations were issued indicates the extreme atte~ts that were made by.

DHEU to see that the program operated from.the bottom up and not from the top

down.

.The

for

Guidelines were

the development

. .

filled with such vague statene~ts as this effort “calls

of Regional Xedical Programs v.hichcreate an effective

environment for continuing adaptation, innovation, and mdification”~ ad

‘The Regional Medical Programs present the m“edicalinterest within a region

with an instrument of synthesis that can capitalize on and reiaforce the

various trends and resources,” and “It is the interaction of these trends at

this time? rather than an abstract conceptualization, which net only justifies

but requires a synthesizing force such as the Regional Xedical Programs” and

“Among various identified needs, there also are often relationships which,

when perceived, offer even greater opportunities for solutions.” ‘The danger -

of project visualization, which is akin to tunnel vision, must be guarded

against.” The above sentences in the Guidelines indiczte the vagueness with ~

which the program was begun. Yet this was deliberate in order to assure that

the program would avoid direction from above and ztteapt to capitalize to the

greatest degree possible on actions and concepts that would e-~ate fron the

lowest possible level within the health care systea. Tinismay have been

highly idealistic and.i~practical, but it was a deliberate atte~pt to deter-

mine whether or not progress could be made in this fashion and thereby avoid

directives and regi~entacion from the top down.
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At this point in time that philosophy nay seem rather far afield from the

question of budgeting and accounting procedures. It did permeate all as-

pects of the program however, and as people in institutions become involved

in the progran, essentially from a voluntary point of view, they jealously

guarded that concept in all of the various areas of operation, including.

fiscal management. .

The development of the California region involved other facts and conditions

that tended to emphasize this philosophy. & indicated earlier in this letter,

several university

became CCRW, Inc.

grant applications

nedical centers were involved informing what eventually

Some of these medical centers had developed plaming

in 1965 and submitted them to NIH for funding during the

time when the combined group was developing theirs. As,a result of the 1965

site visit, they were obligated to withdrzw these planning grant .applicaticns

and join with CCFW, Inc. in the planning process. As the record indicates>

the first site visit decided that California would be one region for planning.

Although a later site visit team end the National Advisory Council dedided

that California would also

planning grant some of the

have their o~wnregion when

be a region for operations, at the time of the first

university siiedicalcenters believed that they would

they entered the operational stage. The fact that

California was made a region for operational purposes was accepted with so=e

reluctance by the centers concerned. There was a continuous struggle for local

autonomy in all aspects of the progran and subsequent site visit teams gave de

facto recognition to the local autonony. Although there was never any question

raised by the site visit teams or by the National Advisory Council concen.ing

California’s status as a region, recognition for local autonomy.was given in

the way the site visits were structured. h%en site visit team came to

California at later dates, not only did they review the region as a whole, but



—----- ““_- ._.., -L.. ————. —.

20

they also scheduled individual”and separate visits with the areas concerned.

As management we anticipated the need for better budgetary and expenditure

controls, although we felt that we had little authority upon which to pro-
.’

teed. Prior to the publication by DHEW in June 1970 of its manual for

‘fFi&ncially Dependent Organizations,” our Region Office spent a considerable

period of time exploring the possible implementation of program budgeting. It

was discussed with the areas and it was discussed with the fiscal

university level. The concept was eventually abandoned, however,

vent of the new RMPS forms for reporting and the deliberations of

people at the

with the ad-

the FAST

TASK Report. We believed that we were.me&ting the requirements of the pro-

gramby converting to the new forms, and we further believed that a further

tightening of the system was not feasible at that tine.

We would make two ’generalcomments about the implications of the Draft Report.

The first is that it lists five basic functions of each Area Office. We be-

lieve that this is a rather narrowly drawn definition of Area Office functions

and might lead to the conclusion that the development and management of funded

projects is an adequate measure of the Area Office’s success or failure. We

believe that this conclusion would be erroneous and extremely unfortunate if

left to stand as valid. Project development and management is but one product

of the activities intended to be the function of RNP. Other activities, such

as establishing regional cooperative relationships, the acts of providiag in-

formation and resources to providers that could not other~ise be

them, and the acts of keeping discussions going about the health

providing suggestions as to how they might be resolved certainly

.- -..AGOC.d~veloDment itself. These latter acts, while

obtained by

needs z~d

are as im-

possible
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of describing and listing, often defy cost analysis simply because no one

can estimte the value of their final result. In addition, any listing

of the functions of an Area Office would have to be considered a perpetually

changing list. To illustrate but one example, functions 1 and 2 listed in

the Draft indicate that the Areas-are identifying the health care needs and

assessing medical resources in the Area. ,To be sure, we have.been doing this

to the extent that we have found it necessary, but essentially this should be

the function of Comprehensive Health Planning. To the degree that CZIPis able

to perform its functions in these two areas, RMP can then abandon its efforts.

Certainly we should be phasing out of these two activities as CidPbecomes

more sophisticated and able to accomplish its own objectives. We would then

respond to the needs and resources as indicated in the Cl& determinations.

..

The second implication is that projects are developed which are of measurable

magnitude and that, in essence, the program staff in t<e Area is the sole source

and developer of the proposal. It is difficult for us to determine how the

cost figure cited in the Draft was determined, but it creates a completely er-

roneous concept of what is being done. Some projects are developed in their

totality by the Area Staff, but in keeping with the original philosophy of the

progra% many projects are developed by groups outside of.the Area Office
.

and are submitted to them for some degree of assistance in their final pre-

paration. These projects are then reviewed at ths Area level by the Arez

Adv’isoryGroup to deternine their appropriateness to meet Area needs as well

as the appropriateness of the nanner in which the project proposes to meet

the needs. This manner of prograa developnenc follows from R2!PrsNIH heritage.

It will be recalled that independent groups, usually in universities and
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medical centers,

One of the major

existence a paid

for funding. It

develop proposals and submit them to NIH for f~ding”

additions of the KM? program was that there was to be in

staff to help the community develop proposals to submit

would be erroneous if we assume that all NIH proposals

are prepared by unpaid interested parties> since -Y NIH proposals are
.

prepared by persons borrowed from other NIH funded projects. But the R%IO
/2

approach was to be a more honest and direct approach. Welwere to provide

paid staff to help the community develop a proposal to do what it believed

needed to be done.

tiother aspect that has to be emphasized is that the Area Staff prepares

projects not only for R~IPfunding but also for a wide variety of other

funding sources. Although on first glance this might seem to be a distor-

tion of RHP purposes, it nevertheless has been L incorporated into the

normal routine of the program. Projects funded from other sources reach into

several millions of dollars, including emergency medical services projects

that were funded from other sources, Area Health Education Center projects

which are about to be funded by the Bureau of Health Manpower$ and several

other types of projects aimed at NIH funding. In addition, there is always

an element of ga~ling present in attempting to meet the health needs of the

community. In each fiscal year there are always earmarked funds. Those vho

are able to correctly anticipate these earmarking can begin the development

of proposals early enough to assure funding. If you begin proposals early,

however, and the earnarkings failed to materialize, then sometines you hare

gambled in vain. Last year funds were earmarked for E~ergency

Services, Area Health Education Centers, Kidney Disease, among

L~-* --+<.-inste.d these eamarkings usually had

>!edical

others. Per-

an advantage.
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for adoption.

In short, we wish to state that we are more than willing to recommend to

CCRMP that we should move in the direction indicated by the recommenda-

tions, and state further that some.progress has already been made toward this ‘.,

end. Our problem with the draft statement is the narrow definition of area.

office function and the assumption that functional budgeting and cost

accounting would greatly change the production pattern of the progrm.

.

Progress which has been made includes the formation of a Program Review

Committee of the Regional Advisory Group which reviews program and fiscal

reports three times per year. A fiscal management info&ation system pro-

vides data based on expenditure reports from the area offices on a monthly

basis. Our Regional Evaluators Committee is currently considering methods

of structuring and streamlining fiscal and program reporting and is de-

veloping an improved instrument to replace our current reporting form.

.

We continue to believe that the development of effective planning, budgeting

and reporting systems mustinvolve our area offices and must take into ac-

count their needs and resources. “h a result; we have undertaken the develop-

ment of a rational system that assumes the necessity of placing useful in-

formation in the hands of responsible managers at all levels.

Very truly yours,

._
.,...2


